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Al CPA Washington Report
August 20, 1979, Volume VIII
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COMMERCE, DEPARTMENT OF
White House approval of a proposal to allow business groups to create their own
insurance cooperatives has been announced by the Department. The draft bill,
entitled the Product Liability Risk Retention Act of 1979, represents a 
significant portion of the Administration’s program to restore order in the 
insurance of product liability risks. According to the Department the 
proposal w ould reduce insurance costs for some businesses and assure increased 
competition among commercial insurers by allowing groups of product sellers 
to pool all or a portion of their product liability and completed operations 
risk exposure in a federally approved cooperative. The bill provides for the 
Commerce Department to approve risk retention groups and to set out regulations 
containing the requirements for approval. Other provisions include the 
preemption of state laws which make insurance co-ops illegal, regulate risk 
retention groups, or regulate the provision of liability insurance to such 
groups. In addition to the establishment of risk retention groups, the bill 
also allows for group purchases of product liability insurance for "persons 
engaged in the same or similar business". As drafted, this proposal does not 
apply to professional groups or those providing services.
COUNCIL ON WAGE AND PRICE STABILITY
The Administration has three major weapons against inflation, according to
Alfred Kahn, President Carter's chief anti-inflation advisor. These include 
monetary and fiscal restraint by government, promulgation of wage and price 
standards, and regulatory reform which will weigh the costs of regulation 
against the benefits. Speaking recently at an ABA luncheon in Dallas, Texas, 
Kahn concentrated his remarks in the area of regulatory reform. He focused 
on deregulation of crude oil, airlines, trucking, railroads, and communications. 
Turning to the area of hospital cost containment, Kahn defended the program 
because at the present time, 90% of hospital charges are being paid by insurers, 
not the patients, eliminating incentives for trying to keep costs down. Kahn 
did not feel that the reasonableness of hospital charges should be left to the 
competitive marketplace.
FEDERAL COMMUNICATIONS COMMISSION
The first supplemental notice of proposed rulemaking in the revision of the
Uniform System of Accounts for large telephone companies was published in the 
8/13/79 Fed. Reg., pp. 47359-86. Comments are requested on whether the Bell 
system’s functional accounting system is a useful cost of service accounting 
tool, the differences between present accounting rules and GAAP, clarifica­
tion on the proposals submitted by parties for depreciation reserve and 
expense information on cost methodologies in use in the states and features 
throught to be necessary for auditability. Comments must be submitted by 
9/17/79 for all issues other than Bell’s FAS, for which comments are due by 
11/15/79. For further information contact Dr. David Chessler at 202/653-7413.
FEDERAL RESERVE BOARD
A proposed rule concerning credit by brokers and dealers has been issued by the 
Board (see the 8/15/79 Fed. Reg., pp. 47775-77). This proposal recognizes new 
rules approved by the SEC which permit traditional stock specialists to trade in 
puts and calls on their specialty stock and provides comparable relief for 
such hedging activities. Comments on this proposed rule are due by 10/15/79.
For additional information contact Laura Homer at 202/452-2781.
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OFFICE OF MANAGEMENT AND BUDGET
A revised Attachment O to OMB Circular A-102 has been published (see the 8/15/79 
Fed. Reg., pp. 47874-78). The amended attachment reaffirms the maximum 
reliance on state and local government grantees management of their own 
procurement; directs grantor agencies to rescind nonconforming provisions of 
current agency and subordinate regulations; limits the issuance of additional 
requirements; creates a grantee certification program to reduce burdensome 
preaward review of procurements; and adds provisions to reduce fraud and waste. 
This revision is effective 10/1/79. For more information contact Jack. Nadol 
at 202/395-6166.
RENEGOTIATION BOARD
Repeal of the Vinson-Trammell Act: "Our best protection against price-gouging
and profiteering must be strong cost-conscious procurement practices/* So
stated Sen. Alan Cranston (D-Cal) in support of S.1687, a bill introduced by 
Sen. Richard Lugar (R-Ind.) which would amend title 10, United States Code, and 
repeal the Vinson-Trammell Act,- a statute originally passed in 1934, and 
according to Sen. Lugar, not suited to today’s defense procurement conditions. 
According to Sen. Cranston, Vinson-Trammell deals with, an after-the-fact 
situation. The contractor has completed his work, IRS then ’’adds up his wins 
and losses and them taxes the overage, in addition to regular taxes.’’ Sen. 
Cranston added: ”It is not in the interest of the government or the taxpayer 
to establish a system which rewards waste but penalizes efficiency. The Vinson- 
Trammell Act is designed to do just that." Sen. Lugar indicated that it would 
be inconsistent to retain Vinson-Trammell profit limitations for defense 
shipbuilding and aircraft manufacture, considering the now  defunct status of 
the Renegotiation Act. Identical legislation to S.1687 (HR 3254) was introduced 
on the House side earlier by Rep. Pete McCloskey (R-Cal).
SECURITIES AND EXCHANGE COMMISSION
A letter of comment favorable to S.1236, the "State and Local Government Accounting
and Financial Reporting Standards Act of 1979" was approved by the Commission
at an open meeting held on 8/13/79. The bill, which would amend the 
Securities Exchange Act to. ensure the availability of nationally recognized 
accounting and financial reporting standards for state and local governments, 
was introduced by Sen, Harrison A. Williams, Jr. (D-NJ) and co-sponsored by 
Sen. William Proxmire (D-Wis), Chairman of the Banking, Housing and Urban Affairs 
Committee, and Sen. Paul Sarbanes (D-Md), Chairman of the Securities Subcommittee 
The Commission agreed that the bill sets forth an appropriate framework for 
ensuring adequate disclosure by state and local governments in connection with 
the sale of their securities. The Commission noted several deficiencies in 
the bill: the inability to create a private right of action to enforce its 
provisions and the failure to compel state and local governments to follow 
promulgated accounting standards. It is apparent that the SEC is desirous 
of an initial oversight role which would later encompass enforcement. The 
comment letter is expected to be sent to the Senate Banking Committee this 
week. For more information contact Nicholas Gimble at 202/755-1268.
Staff Accounting Bulletin No. 34 has been released. SAB No. 34 deletes SAB NO. 5, 
"Exchanges of Assets Between Debtors and Creditors." SAB No. 5 is deemed by 
the staff to be no longer necessary in light of Financial Accounting Standard 
No. 15, "Accounting by Debtors and Creditors for Troubled Debt Restructurings."
Proposed amendments to the proxy rules have been issued (see Rel. No. 34-16104, 
issued on 8/14/79). The proposals would require that shareholders be
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provided with a proxy card which (a) indicates whether the proxy is solicited 
on behalf of the issuer's board of directors, (b) permits shareholders to 
vote for or against nominees for election as directors, individually, and 
(c) does not confer discretionary authority to vote on matters referred to 
in the proxy card as to which shareholders have an opportunity to vote and do 
not specify a choice. Other proposals would exempt from the informational 
and filing requirements of the proxy rules the furnishing of proxy voting 
advice by financial advisors under certain limited circumstances. Comments 
on the proposals are due by 9/30/79. For more information contact Richard 
Nesson at 202/755-1750.
TREASURY, DEPARTMENT OF
The submission of inventory information to the FTC on a basis other than the 
LIFO method of inventory valuation by a taxpayer corporation that uses the 
LIFO method for Federal income tax purposes is not a violation of the 
conformity requirements of section 472(c) and (e)(2) of the Internal Revenue 
Code (see Rev. Rul. 79-242 issued 8/13/79). The corporation had filed certain 
financial information regarding inventories with the FTC on a basis consistent 
with its internal records which were maintained on the FIFO method of 
inventory valuation. The corporation did not use the information submitted 
to the FTC to report to its shareholders, for credit, or for any other purpose. 
The information submitted was used in the FTC's Quarterly Financial Report in 
which financial data is compiled for thousands of companies. The ruling holds 
that submission of the information to the FTC based on a different accounting 
method is permissible under the conformity requirements.
Final rules amending the advertising and solicitation provisions of the regulations 
governing practice by CPAs, attorneys and enrolled practitioners before the 
Bureau of Alcohol, Tobacco and Firearms have been issued (see the 8/10/79 Fed. 
Reg., pp. 47059-60). These rules permit the expansion of advertising and 
solicitation consistent with recent Supreme Court decisions and amended regula­
tions recently issued by the IRS. The revisions are effective as of 8/10/79. 
For more information contact Leslie Shapiro at 202/376-0767.
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